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TT\\ROBABLY  no  class  of  real  estate  is  burdened  with  as 
many  problems  as  the  old  law  tenement.  Several  factors 
combine  to  cause  these  problems.  First  of  all,  these  buidings 
are  old.  The  average  tenement  is  over  50  years  old — far  past 
the  age  usually  allotted  for  structures  of  that  type.  And, 
being  old,  it  naturally  requires  repairs  and  frequent  replace- 
ments, resulting  in  unusually  high  maintenance  costs.  For 
example,  we  estimate  the  operating  cost  of  an  unheated  old 
law  tenement  at  $30  per  room  per  annum — or  $2.50  per  room 
per  month.  In  sub-standard  areas  the  average  rental  received 
for  such  quarters,  after  allowing  for  vacancies  and  bad  debts, 
is  approximately  $4  per  room  per  month.  On  this  basis  over 
60%  of  the  gross  income  is  required  for  operating  expenses. 

Another  factor  is  the  radical  change  in  housing  standards 
that  took  place  during  the  first  two  decades  of  the  twentieth 
century.  Living  quarters  that  were  regarded  as  adequate  in 
the  80's  and  90's  were  soon  outmoded.  Washtubs,  private 
bathrooms  and  clothes  closets,  formerly  regarded  as  luxuries, 
fell  within  the  classification  of  minimum  requirements. 

Aside  from  the  radical  departure  from  old  housing  stand- 
ards, we  are  witnessing  a  great  change  in  the  social  outlook 
on  housing.  This  point  requires  no  amplification.  Low  rent 
housing  projects  are  on  the  way  and  will  provide  space  in 
new  buildings  to  tenement  dwellers  at  the  same  rentals,  and 

C  1  ] 


in  some  instances  at  lower  rentals  than  those  same  tenants 
have  been  paying  in  tenement  quarters. 

Then,  again,  an  owner  is  confronted  with  the  Multiple 
Dwelling  Law.  Substantial  expenditures  are  required  if  a 
building  is  to  be  operated  legally.  Were  the  Multiple  Dwell- 
ing Law  passed  in  the  early  20's,  the  cost  of  compliance 
would  undoubtedly  have  been  absorbed  by  rising  rentals  and 
increased  property  values,  during  that  period.  It  is  unfor- 
tunate, however,  that  these  improvements  were  required  in 
the  early  30's,  in  a  period  when  rents  were  falling,  values 
declining  and  foreclosures  mounting  at  a  rapid  pace. 

If  a  building  is  not  operated  legally  insofar  as  the  fire 
prevention  requirements  are  concerned,  an  owner  is  con- 
fronted with  the  problem  of  criminal  liability.  Where  an 
owner  removes  fire  violations  but  is  not  able  to  remove  san- 
itary violations  he  finds  that  under  the  Minkoff  Act  he  can- 
not increase  rentals  even  though  his  charges  are  increased 
because  of  his  added  investment  for  fire  retarding. 

These  conditions  caused  many  owners  to  board  up  their 
buildings.  Having  done  so,  they  are  now  subject  to  the  pro- 
visions of  the  Fitzgerald  Act,  which  permits  the  City  to 
demolish  a  building  if  it  constitutes  an  untenanted  hazard. 

With  all  of  these  situations  confronting  him,  we  can  well 
appreciate  the  fact  that  an  owner  may  not  be  able  to  decide 
whether  his  building  should  be  brought  into  compliance,  ex- 
tensively rehabilitated,  vacated  or  demolished.  And  this  leads 
us  to  another  problem — perhaps  the  most  perplexing  of  all. 
If  an  owner  should  decide  to  rehabilitate  his  structure  or  if 
he  should  decide  to  bring  it  into  minimum  compliance,  there 
is  as  a  rule  no  way  in  which  he  can  borrow  money  for  the  job. 
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If  old  law  tenements  represented  a  small  section  of  prop- 
erty holdings  in  the  City  they  would  nevertheless  create  a 
serious  situation  because  of  these  factors.  But  when  we 
realize  that  about  half  of  the  multiple  dwellings  in  New  York 
City  are  old  law  tenements,  and  about  two-thirds  of  the 
multiple  dwellings  in  Manhattan  are  old  law  tenements — 
when  we  consider  the  fact  that  12%  of  all  taxable  real  estate 
in  Manhattan  represents  old  law  tenements,  the  seriousness  of 
the  problem  becomes  strikingly  apparent.  There  are  some 
63,000  old  law  tenements  in  New  York  City  today.  These 
buildings  were  all  erected  before  1901  when  the  Tenement 
House  Law  was  passed.  More  than  5,000  of  these  structures 
have  been  closed,  leaving  58,000  still  in  operation.  Old  law 
tenements  and  converted  dwellings  house  about  2,000,000  of 
our  population  and  contain  38%  of  the  total  number  of 
apartments  in  the  City. 

It  might  be  of  interest  to  consider  the  tenement  back- 
ground and  conditions  leading  up  to  present  day  problems. 
As  mentioned  previously,  never  in  history  have  housing 
standards  changed  more  radically  than  during  the  early  part 
of  the  twentieth  century.  In  1879  the  dumbbell  tenement  (so 
called  because  of  its  shape)  was  a  prize  winner  in  an  archi- 
tectural competition,  and  thousands  of  builders  adopted  this 
design  with  its  narrow  courts  and  hall  toilets.  Although  many 
regarded  it  as  a  great  advance  in  housing  at  that  time,  it  was 
not  long  before  its  inadequacies  were  severely  criticised.  In 
1901  the  Tenement  House  Act  outlawed  further  construction 
of  the  "dumbbell,"  "railroad"  and  similar  type  buildings  by 
requiring  adequate  fire  protection,  minimum  room  sizes, 
toilets  within  each  apartment  and  other  improvements. 

In  1902  there  were  82,000  of  these  buildings  and  today 
we  have  63,000,  a  shrinkage  of  19,000  in  37  years — slightly 
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over  500  per  year.  This  shrinkage  was  not  caused  solely  hy 
the  fact  that  the  buildings  were  regarded  as  unfit  for  habita- 
tion. A  substantial  percentage  were  removed  to  make  way 
for  new  structures,  civic  improvements,  street  widenings  and 
the  like.  Surprising  as  it  may  seem,  there  were  fewer  old  law 
tenements  demolished  during  the  five  year  period  ending 
December  31st,  1937  than  during  the  five  year  period  ending 
December  31st,  1907. 

In  1929  the  Multiple  Dwelling  Law  was  passed.  Tene- 
ment House  Legislation  theretofore  was  almost  entirely  con- 
fined to  standards  of  construction  and  operation  of  new  hous- 
ing. The  Multiple  Dwelling  Law,  as  amended,  was  the  first  to 
treat  comprehensively  with  old  housing  as  well  as  to  prescribe 
minimum  requirements  for  such  buildings.  As  affecting  old 
law  tenements  the  Act  falls  within  three  major  divisions: 

1.  Fire  prevention  requirements.  An  owner  is  required  to 
fire  retard  halls  and  stairways,  fire  retard  cellar  ceilings, 
provide  fire  escapes  of  the  approved  type  and  provide 
roof  access  of  the  approved  type. 

2.  Sanitary  requirements.  Each  apartment  is  to  have  the 
use  of  a  private  toilet. 

3.  Light  and  Air.  Second  interior  rooms  may  not  be  used 
for  living  purposes.  This  does  not  affect  interior  rooms 
adjoining  rooms  which  face  the  outer  air,  known  as 
first  interior  rooms. 

It  has  been  estimated  that  the  approximate  cost  of  com- 
plying with  these  requirements  ranges  from  $2,500  to  $6,000 
for  a  typical  old  law  tenement.  In  the  case  of  the  "dumbbell" 
costs  are  usually  high  due  to  the  fact  that  each  floor  of  these 
structures  contains  four  apartments  and  must  be  provided 
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with  two  additional  toilets.  The  cost  of  bringing  the  average 
"dumbbell"  into  compliance  is  approximately  $5,700  broken 
down  as  follows : 


Of  the  58,000  operated  old  law  tenements  in  New  York 
City  today  probably  8,000  do  not  require  fire  retarding  of 
halls  and  stairways.  Of  the  remaining  50,000  old  law  tene- 
ments approximately  10,000  have  been  fire  retarded  to  date, 
leaving  40,000  in  violation  of  the  Law.  Based  on  an  average 
cost  of  $1,500  for  removing  fire  violations  in  old  law  tene- 
ments, the  cost  of  compliance  with  this  item  would  be  in  the 
neighborhood  of  $60,000,000. 

The  owner  of  an  old  law  tenement,  about  to  remove 
major  violations,  usually  has  three  avenues  of  approach : 
minimum  compliance,  liberal  compliance  and  extensive  alter- 
ations. Many  owners  have  followed  a  policy  of  partial  com- 
pliance by  removing  fire  prevention  violations  only,  so  that 
they  might  be  relieved  of  the  criminal  implications  of  the 
Law.  After  fire  prevention  requirements  have  been  complied 
with,  however,  it  is  only  a  question  of  time  before  compliance 
with  sanitary  violations  will  be  enforced.  An  owner  must 
realize  that  in  order  to  protect  his  investment  in  fire  retarding 
he  must  stand  ready  to  make  an  additional  investment  for 
the  removal  of  the  remaining  violations. 

The  extent  of  rehabilitation  should  be  governed  by  the 
location  of  the  building  and  its  physical  condition.  In  better 


Fire  retarding  halls  and  stairways 
Fire  retarding  cellar  ceiling 
Fire  escapes 

Installation  of  private  toilets 
Miscellaneous  Expenses 


$1,800 
250 
630 
2,000 
1,000 


Total 


$5,680 
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residential  sections  which  have  been  influenced  by  new  con- 
struction and  modern  housing  it  may  be  good  policy  to  ex- 
pend a  substantial  sum  in  rehabilitating  a  structurally  sound 
tenement  and  by  so  doing  raise  the  standard  of  the  rehabili- 
tated building  to  a  point  where  it  will  approach  the  general 
level  of  housing  in  the  vicinity.  It  may  be  hazardous,  how- 
ever, to  extensively  alter  an  old  law  tenement  in  a  sub- 
standard area  and  raise  the  level  of  the  building  to  a  point 
where  it  exceeds  neighboring  standards.  A  rehabilitated  build- 
ing in  a  sub-standard  area,  flanked  by  boarded  up  structures, 
is  even  more  of  a  financial  monstrosity  than  a  boarded  up 
building  in  a  good  residential  area. 

Two  factors  are,  in  my  opinion,  primarily  responsible  for 
the  present  state  of  chaos  in  sub-standard  areas.  First,  no 
definite  pattern  of  neighborhood  development  has  been  estab- 
lished. Just  as  zoning  is  required  to  insure  orderly  City 
growth,  so  is  a  comprehensive  plan  needed  for  the  redevelop- 
ment of  sub-standard  areas.  Otherwise,  good  intentions  on 
the  part  of  property  owners  may  be  misdirected  and  substan- 
tial rehabilitation  expenditures  incurred  which  would  retard 
rather  than  further  such  development. 

Where  deterioration  and  vandalism  have  destroyed  the 
residential  pattern  of  many  blocks  it  would  appear  poor 
policy  for  scattered  owners  to  rehabilitate  their  respective 
properties  in  order  to  bolster  income  and  salvage  original 
investments.  Ultimately  such  a  policy  might  prove  unprofit- 
able for  the  rehabilitator  and  delay  the  redevelopment  of 
the  area.  Any  agency  desiring  to  assemble  a  large  site  for 
new  housing  would  be  required  to  pay  for  both  land  value 
and  rehabilitation  cost.  In  such  a  district  demolition  might 
be  preferable. 

There  are  other  districts  in  sub-standard  areas  where 
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numerous  improvements  have  been  made  and  where  blight 
is  less  prevalent.  It  is  readily  apparent  that  such  districts 
will  be  the  last  to  be  improved  with  new  housing.  The  value 
of  added  improvements  would  so  raise  land  values  that  the 
cost  of  assemblage  would  become  virtually  prohibitive.  These 
districts  should  be  charted  for  complete  rehabilitation. 

There  may  be  still  other  districts  which  might  be  regarded 
as  twilight  zones.  Here  extensive  alterations  are  undesirable, 
yet  demolition  would  be  unwarranted  because  it  might  ad- 
versely affect  groups  of  other  buildings  which  have  not  as 
yet  outlived  their  usefulness.  Here  minimum  compliance  with 
the  Multiple  Dwelling  Law  is  advisable.  Such  a  program 
would  permit  the  retirement  of  new  money  over  a  period 
of,  say,  ten  years,  at  which  time  new  housing  might  be 
anticipated. 

The  Citizens  Housing  Council  has  recommended  a 
division  of  sub-standard  residential  districts  into  three  areas : 

"A"  Areas — emphasis  on  demolition.  Areas  in  such  an 
advanced  state  of  decay  that  demolition  and  rebuilding  is  the 
only  ultimate  solution.  Improvements  beyond  minimum  com- 
pliance with  the  Multiple  Dwelling  Law  would  only  delay 
redevelopment  on  a  large  scale. 

"B"  Areas — emphasis  on  minimum  compliance.  Areas 
having  useful  buildings,  some  of  which  would  warrant  in- 
terim reconditioning  even  beyond  enforcement  of  the  Mul- 
tiple Dwelling  Law  as  temporary  improvements  until  new 
homes  are  available. 

"C"  Areas — emphasis  on  rehabilitation.  Areas  which  have 
in  them  buildings  in  such  condition  as  to  justify  owners  in 
completely  modernizing  their  properties. 

A  charting  of  sub-standard  areas  along  these  lines  is  in  my 
opinion  the  keystone  of  slum  clearance. 
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Aside  from  neighborhood  confusion  there  is  a  second 
factor  responsible  for  the  chaos  in  sub-standard  areas. 

Unfortunately,  the  extent  of  a  building's  rehabilitation  is 
frequently  governed  by  the  financial  means  of  the  owner 
rather  than  the  physical  potentialities  of  the  property.  In  a 
district  suitable  for  minimum  compliance,  some  buildings, 
meriting  such  treatment,  are  boarded  up  due  to  lack  of  funds, 
while  others  in  like  physical  condition,  are  extensively  re- 
habilitated. Buildings  in  sub-standard  areas  should  be  divided 
into  two  classifications :  those  suitable  for  the  policy  adopted 
for  the  district  and  those  not  suitable.  The  latter  might  best 
be  demolished,  thereby  eliminating  the  hazards  of  boarded 
up  structures  and  providing  more  light  and  air  for  those 
remaining. 

Besides  charting  areas  and  selecting  buildings  which  con- 
form to  minimum  standards  some  financial  plan  must  be 
devised  which  would  permit  owners  to  follow  such  a  pro- 
gram. Suggestions  have  been  offered  which  would  aid  owners 
through  tax  exemption,  the  formation  of  limited  dividend 
companies,  loans  by  governmental  agencies,  etc.  However, 
nothing  has  materialized  along  these  lines  except  that  several 
hundred  buildings  have  been  brought  into  compliance  through 
the  instrumentality  of  the  Prior  Lien  Law  which  has  since 
been  declared  unconstitutional. 

While  the  Prior  Lien  Law  was  regarded  by  many  of  us 
as  an  infringement  on  property  rights,  it  was  virtually  the 
only  means  of  hastening  compliance.  If  the  City  has  the  right 
to  vacate  an  old  law  tenement  that  does  not  comply  with  the 
Law,  I  cannot  understand  why  the  City  should  not  be  per- 
mitted to  bring  a  building  into  minimum  compliance  and 
charge  the  cost  against  the  property  in  the  form  of  a  prior 
lien.  I  do  not  see  why  a  mortgagee  should  object,  for  if  the 
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building  is  admittedly  in  violation  and  the  owner  does  not 
comply,  the  mortgagee  will  ultimately  be  faced  with  the 
necessity  of  acquiring  title  and  removing  violations.  If,  on 
the  other  hand,  he  prefers  to  maintain  his  role  as  mortgagee 
rather  than  that  of  owner,  he  can  make  an  advance  to  the 
owner  by  increasing  his  mortgage  and  thus  permit  the  re- 
moval of  violations.  But  if  the  mortgagee  does  not  wish  to 
acquire  the  property  or  to  advance  funds  for  compliance, 
why  should  he  refuse  to  have  the  City  step  in  under  the 
Prior  Lien  Law.  By  so  refusing  it  would  seem  to  me  that 
he  is  taking  unfair  advantage  of  a  situation.  He  is  compelling 
that  owner  to  operate  a  building  illegally;  he  is  compelling 
that  owner  to  submit  to  criminal  responsibility  in  the  event 
of  loss  of  life  by  fire  and  at  the  same  time,  because  of  the 
protective  cloak  of  a  mortgage,  obtains  the  benefits  of  the 
property. 

Even  though  the  Prior  Lien  Law  has  been  declared  un- 
constitutional as  affecting  improvements  made  without  the 
consent  of  the  owner  or  mortgagee,  I  believe  it  can  still  be  of 
considerable  assistance  to  owners  of  old  law  tenements  where 
the  consent  of  the  owner  and  mortgagee  is  obtained.  In  this 
connection  I  would  suggest  an  expansion  of  the  Law  so  that 
the  City  would  be  permitted  to  make  loans  to  owners  with 
mortgagees'  consent  which  might  cover  not  only  compliance 
with  fire  prevention  requirements  but  also  the  installation  of 
toilets  and  other  improvements  as  well. 

Institutional  and  trustee  mortgagees  which  are  at  present 
unable  to  make  additional  loans  to  owners  for  compliance 
because  of  legal  limitations  should  be  permitted  to  increase 
their  loans  so  that  owners  might  comply.  This  could  be  done 
through  the  individual  institutions  or  the  instrumentality  of 
a  lending  body  formed  by  these  institutions. 
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In  order  to  assist  owners  who  rehabilitated  their  build- 
ings, Local  Law  #64  was  passed  in  1936  under  which  alter- 
ations and  improvements  to  existing  buildings  were  exempt 
from  taxation  for  a  period  of  five  years  after  the  completion 
of  such  alterations,  provided  these  improvements  were  started 
on  or  before  January  1st,  1937  and  were  completed  before 
October  1st,  1938.  Under  the  Law  the  exemption  could  not 
exceed  the  assessed  valuation  of  the  existing  structure.  In  the 
case  of  closed  buildings  these  old  structures  are  sometimes 
assessed  for  as  low  as  $5,000  each.  Under  the  circumstances, 
even  though  an  owner  spent  $15,000  on  a  rehabilitation  pro- 
gram, his  savings  would  amount  to  approximately  $150  per 
year — hardly  sufficient  to  stimulate  rehabilitation.  This  law 
expired  on  October  1st,  1938.  In  my  opinion  it  should  be 
re-enacted,  but  insofar  as  tenements  are  concerned  the  ex- 
emption should  be  limited  on  a  square  foot  basis,  say,  $6  per 
square  foot  of  lot  area,  rather  than  limited  on  the  basis  of 
the  assessed  valuation  of  the  existing  structure. 

Many  owners  in  an  attempt  to  create  fictitiously  high 
values  on  old  law  tenements,  resort  to  extensive  rehabilita- 
tion programs  in  districts  of  sub-standard  areas  which  do 
not  warrant  such  treatment.  As  much  as  $20,000  has  been 
spent  in  rehabilitating  a  25  foot  tenement  even  though  ad- 
joining buildings  in  the  area  were  rapidly  deteriorating. 
Apartments  in  buildings  so  treated  have  been  rented  for  $10 
to  $15  per  room  per  month,  despite  the  undesirability  of  the 
district.  Due  to  the  limited  supply  of  improved  housing  in 
the  area,  a  small  section  of  the  population  were  able  and 
willing  to  pay  these  rentals  rather  than  remain  in  inferior 
quarters.  On  this  basis,  a  25  foot  "dumbbell"  might  gross 
$6,000  per  annum.  After  allowing  for  taxes  and  operating 
expenses,  net  earnings  would  approximate  $2,200  per  annum 
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— or  5  l/z  %  on  $40,000,  thus  yielding  a  fair  return  on  the 
new  money  invested  of  $20,000  and  permitting  a  valuation 
of  $20,000  on  the  old  structure.  Inasmuch  as  it  may  have 
been  difficult  to  dispose  of  the  old  structure  for  $10,000,  the 
rehabilitator  immediately  envisions  a  salvage  of  $10,000  on 
the  transaction.  Some  owners  have  encouraged  this  type  of 
alteration  by  making  rehabilitation  loans  to  builders  con- 
ditioned upon  their  purchase  of  old  law  tenements  at  prices 
usually  far  in  excess  of  market  values.  A  boarded-up  old 
law  tenement  in  a  blighted  area  may  sell  for  $20,000  all 
mortgage,  the  seller  agreeing  to  make  a  substantial  advance 
toward  alterations,  whereas  the  same  building  could  not  be 
sold  for  more  than  $6,000  on  an  all  cash  basis. 

In  my  opinion  such  transactions  are  unsound.  If  a  proper 
reserve  for  depreciation  were  allowed,  the  inadvisability  of 
this  procedure  would  become  immediately  apparent.  In  de- 
teriorated sections  of  sub-standard  areas  the  importance  of 
depreciation  cannot  be  over-estimated.  Under  no  circum- 
stances do  I  think  new  money  should  be  charged  off  over  a 
period  of  more  than  ten  years.  In  the  example  referred  to, 
if  10%  of  the  new  money — $20,000 — were  set  aside  for 
depreciation,  net  earnings  would  shrink  from  $2,200  to  $200 
— hardly  an  acceptable  return  on  the  investment.  This,  in 
addition,  pre-supposes  continuation  of  income  at  present 
rentals.  Yet,  we  cannot  expect  rentals  to  be  maintained  over 
a  period  of  ten  years  in  a  rehabilitated  old  law  tenement  if 
general  rental  trends  remain  on  an  even  keel.  After  the 
glamour  of  newness  disappears  and  the  deterrent  factors 
which  have  set  the  standard  of  the  neighborhood  begin  to 
affect  the  rehabilitated  structure,  rentals  are  bound  to  recede. 
Unfortunately  our  experience  with  rehabilitated  old  law 
tenements  in  sub-standard  areas  is  limited  to  the  past  few 
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years.  The  majority  of  these  buildings  have  not  as  yet  borne 
the  brunt  of  deterioration  nor  have  they  suffered  through 
competition  with  new  structures.  Nevertheless,  we  already 
have  seen  numerous  examples  of  a  softening  of  rentals  in 
rehabilitated  structures. 

Then  again,  we  have  supply  and  demand  to  consider.  In 
any  sub-standard  area  a  small  percentage  of  the  population 
may  be  able  to  afford  rentals  of  $10  to  $15  per  room  per 
month.  Until  this  potential  demand  is  absorbed  there  may 
not  be  a  recession  in  rentals.  But  the  demand  is  limited.  On 
the  Lower  East  Side,  for  example,  I  do  not  believe  it  exceeds 
5%  of  the  population.  As  soon  as  rehabilitated  buildings 
absorb  this  upper  strata  of  rent  payers — and  I  believe  they 
already  have — we  will  find  that  further  accommodations  of 
this  type  can  only  be  leased  at  falling  rentals.  This  will  affect 
not  only  the  last  group  of  buildings  so  improved  but  all  that 
were  rehabilitated  theretofore. 

If  the  entire  complexion  of  sub-standard  areas  changes 
and  new  tenants  who  can  afford  higher  priced  housing  move 
into  the  district,  the  need  for  curbing  extensive  rehabilitation 
programs  would  not  be  vital.  But  when  we  are  confronted 
with  a  low  rent  paying  section  of  the  population,  bottled  in 
a  district  where  we  do  not  anticipate  an  early  improvement 
brought  on  by  population  changes,  the  number  of  extensively 
rehabilitated  units  should  not  exceed  the  number  of  families 
that  can  afford  such  accommodations,  if  rentals  are  to  be 
maintained. 

If  buildings,  through  deterioration,  obsolescence  and 
changing  standards,  ultimately  become  a  charge  on  the  com- 
munity, a  plan  should  be  devised  which  would  permit  the 
discharge  of  that  liability  when  the  structure  outlives  its 
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usefulness.  If  such  a  plan  had  been  in  operation  fifty  years 
ago  we  would  have  no  old  law  tenement  problem  today. 

This  might  be  accomplished  by  setting  up  a  sinking  fund 
into  which  an  owner  would  be  obliged  to  deposit  a  percentage 
of  the  cost  of  his  building  annually  so  that  at  the  end  of  a 
period  to  be  determined  a  reserve  will  have  been  accrued 
which  would  permit  the  demolition  of  the  original  structure 
and  its  substitution  with  new  housing.  Such  an  arrangement 
might  be  regarded  as  a  form  of  Time  Zoning  because  it 
would  definitely  limit  the  life  of  each  building  erected. 

Builders  might  feel  that  such  a  plan  would  increase  oper- 
ating costs  by  adding  an  additional  fixed  charge.  While  this 
might  be  true  in  theory,  the  operation  of  this  plan  would 
have  no  such  practical  effect.  As  a  rule,  when  a  building 
is  erected,  a  mortgage  is  obtained  which  provides  for  annual 
amortization.  Amortization  set  up  in  this  manner  supposedly 
counter-balances  the  forces  of  depreciation  and  obsolescence 
by  a  gradual  reduction  of  the  indebtedness.  If,  however, 
there  were  a  compulsory  retirement  fund  accruing  to  the 
benefit  of  each  property  erected  the  mortgagee  would  receive 
the  same  measure  of  protection  through  such  a  fund.  The 
mortgagee  would  have  a  prior  lien  not  only  on  the  physical 
property  but  on  the  accumulating  fund  as  well  and  would 
receive  the  benefits  of  this  fund  if  he  acquired  the  property 
through  foreclosure.  In  other  words,  the  fund  would  be  re- 
garded as  an  asset  running  with  the  land,  which  could  not 
be  withdrawn  until  maturity  when  it  would  be  turned  over 
to  the  ultimate  owner  of  the  property. 

There  might  be  certain  exceptions  to  the  method  of  pro- 
cedure outlined.  If,  after  a  building  had  reached  the  age  of, 
say,  twenty  years,  and  the  owner  contemplated  substantial 
alterations  which  would  increase  the  longevity  of  the  build- 
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ing,  it  might  be  well  to  permit  the  withdrawal  of  all  or  part 
of  the  funds  accumulated  for  the  purpose  of  making  this 
improvement. 

Several  factors  might  be  considered  in  this  connection. 
Frequently  when  neighborhoods  change,  owners  are  reluctant 
to  erect  new  improvements  in  keeping  with  these  changes 
because  of  the  fact  that  virtually  no  salvage  will  be  realized 
from  the  old  structure.  If  a  fund  had  been  accumulating  for 
the  ultimate  retirement  of  this  old  structure  and  a  portion  of 
that  fund  had  already  accrued,  the  erection  of  more  suitable 
buildings  would  be  hastened. 

Time  Zoning  would  add  to  the  stability  of  mortgages. 
Owners  frequently  reduce  a  mortgage  through  amortization 
only  to  refinance  during  periods  of  rising  prices  with  a  mort- 
gage equal  to  and  sometimes  in  excess  of  the  original  in- 
debtedness. For  example,  take  a  building  erected  in  1920  at 
a  cost  of  $1,000,000  mortgaged  for  $700,000.  By  1928  the 
mortgage  was  reduced  to  $600,000  through  amortization,  and 
the  owner,  due  to  a  favorable  money  market,  refinanced  with 
a  new  mortgage  of  $750,000.  He  receives  a  refund  of  the 
retirement  that  should  have  been  set  up  to  counter-balance 
depreciation  and  $50,000  besides.  Through  successive  cyclical 
peaks  the  financial  vitality  of  a  structure  is  usually  sapped 
through  refinancing  along  these  lines.  Under  Time  Zoning, 
if  this  mortgage  were  $700,000  in  1920  the  mortgagee  might 
well  afford  to  waive  all  or  part  of  the  amortization,  knowing 
that  a  fund  was  being  set  up  for  the  specific  purpose  of  meet- 
ing this  contingency.  If,  in  1928  the  same  owner  wanted  to 
refinance  with  a  first  mortgage  of  $750,000  he  would  only 
receive  the  excess  of  the  mortgage  capitalization — namely 
$50,000 — but  not  a  refund  of  amortization  payments. 
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Although  Time  Zoning  is  aimed  primarily  as  a  slum  pre- 
ventative, it  will  at  the  same  time  be  of  assistance  to  property 
ownership. 

A  plan  was  proposed  some  time  ago  which  would  permit 
the  establishment  of  a  company  to  insure  housing  by  setting 
up  annual  payments  similar  to  an  insurance  company  annuity. 
Under  this  system  insurance  on  buildings  would  be  voluntary. 
Time  Zoning  contemplates  compulsory  payments  in  a  muni- 
cipal sinking  fund  which  will  insure  eventual  demolition. 

I  do  not  believe  that  it  should  apply  to  existing  buildings 
any  more  than  space  zoning  does.  It  should,  however,  include 
all  new  construction.  The  age  limit  of  buildings  will  naturally 
depend  on  type  of  construction,  location  and  a  number  of 
other  factors  requiring  careful  study  and  research. 

Unless  sub-standard  areas  are  charted  an  owner  cannot 
embark  on  rehabilitation  program  with  any  degree  of  safety 
or  assurance.  Until  then,  it  would  be  hazardous,  in  my 
opinion,  for  the  State  to  make  tenement  rehabilitation  loans 
under  the  Housing  Amendment. 

Meanwhile  it  might  be  well  for  owners  to  lean  toward 
minimum  compliance.  Of  course,  where  the  trend  of  a 
district  is  apparent,  where  the  greater  part  of  a  block  has 
been  substantially  improved  an  owner  might  not  assume  an 
unwarranted  risk  by  extensively  altering  his  property.  But 
where  the  trend  is  doubtful,  where  adjoining  owners  have 
adopted  varying  policies  of  operation  which  range  from 
demolition  to  thorough  rehabilitation,  I  would  strongly  urge 
a  policy  of  minimum  compliance. 
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